
Discussion

In the Telco Act of J996. Congress directed the FCC and the State Commissions to take steps

ncecssar)' to establish support mechanisms to ensure the dclivcr)' of affordable tclcc:ommunications service

to all Americans, including lo\\·income consumcrs. eligible schools and libraries. and Nral hcalthcarc

providers, The 1"eo Act ~f /996 requires that states establish intrastate discounts on designated (but not

limited to named) services provided eligible schools and libraries?

\\rtUle Section 254(/1)(I)(B) of thc Telco Act permits the states to detennine thc level of discount.
available to eligible schools and libraries ~ith respect to intrastate scrvices, the FCC states in paragraph

~50 of its Order that the Telco Act does nothing to prohibit federal funding of such intrastate discounts, nor

does it prohibit conditioning that funding on state adoption of the federal discount levels. Ac:c:ordingly, the

FCC has decided to exercise its authorit)' to pro\ide fedcral universal seniee support for intrastate

discounts. No state funding is required for these intrastate discounts, as long as the FCC discount levels are

adopted. Thc participating providers, such as a Local Exchange Carricr (LEC), referred to as "carriers"

throughout the FCC Order, v.ill be compensated for the discounts pro\ided to schools and libraries

completely through the federal universal service fund. It should be carcfully noted that this funding is not

supplemental to state funding. and that when the Federal funds for this purpose arc exhausted. the State of

Tennessee has no current plans to provide additional or supplemental funding Adoption of the FCC

funding plan docs not. however. preclude the State of Tcnncssee from addressing funding to this program in

thc future.

2 Specifically, the Act states: "All telecommunications carriers sening a lcographic area shall, upon a bona
-fide TCquest fOT al"lYl'fits mvicesthat are~ithi:n the liefmition mlmiversat -service lmder subsection (c)(3),

provide such services to elementary schools, s=ondary schools, and libraries for educational purposes at
rates less than the amounts charged for similar services to other parties. The discount shall be an amount
that the [FCC}, v.ith respect to interstate services, and the States, v.ith respect to intrastate sen'ices.
determine is appropriate and necessary to ensure affordable access to and use of such senices by such
entities. 47 V. Sc. 254(h)(l)(B)."'
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The discounts range nom 20 percent to 90 percent for all eligible telecommunications services,

internet access, and internal coMcctions. subjed to I 52.25 billion &Mual cap. The discounts are 10 be

applied to a pre-discount price. That price must be no higher than the lowest price the carrier charges 10

similarly situated non-residential customers (or similar services. The pre-discount price is the IOtal price

that the providers such as I Local Exchange Carrier (LEC) would receive for the services they set! to

schools and libraries. The schools and libraries would pay the carrier only the discounted rate, and the

carrier would r~ive the amount of the discount nom universal service suppon mechanisms.' The FCC is

not requiring a carrier to file new tariffs to reflect the discounts it has applied for schools and libraries, but

rather, discounts "'ill be applied to existing tariff rates where appropriate.·

The range of discounts is correlated to students' eligibility for the national school nee and reduced

lunch program, and urban aT rural location based on metropolitan statistic:aJ areas (MSAs) The following

dis~unt matrix has been adopted by the FCC:

Percent of Students Eligible Discount Level

Schools in Category Urban Discount % Rural Discount %
Estimated %

<1 3 20 25
1-19 31 40 50
20-34 19 50 60
35-49 15 60 70
50-74 16 80 80
75-100 16 90 90

J The pre-discount price is the price of most significance to providers of services to schools and libraries.
The pre-discount price is also highly signifi.cant 10 schools and libraries because they must pay the
undiscounted ponion t)f 1heprice. -The FCC~lieves -that this ..will live1chools and libraries a strong
incentive to secure the lowest pre-discount price.

• In its Order, in Section 484, the FCC clarified that the .tariffed rate of a carrier would represent a
carrier's lowest corresponding price in a geographic area in whieh that carrier has not negotiated rates that
differ from the tariffed rate.
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IT IS THEREFORE ORDERED THAT:

1. Upon consideration. we adopt the discount matrix contained in H'C Order No. 97.J57. FCC

DocleeT 96-45. and represented in this Order for purposes of permitting schools and libraries to receive

federal funding. By adopting this matrix. we do not \\'aive the right to file an appeal on matters contained in

the FCC Order \\ith the appropriate coun orlaw or other entity.

2. That any pan)' aggrieved \\;th the Authority's decision in this matt.er may file a Petition for

R.econsideration \\;th the Authority \\ithin ten (10) days from and after the date of this Order.

3. That any pany aggrieved with the Authority's decision in this matter has the right of

judicial re\iew by filing I Petition for Review in the TeMessee Coun of Appeals, Middle Section,

within sixty (60) days from Ind after the date of this Order.

ATTEST:

-_. ----- --.4(~----~-- --_...-.-----..----.-... -
EXECUTIVE SECRETARY
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE

IN RE: U1\IVERSAL SERVICE
GENERIC CO~TEST[D CASE

)
)
) DOCKET NO. 97-G0888
)
)
)

ORDER ESTABLISHISG INTRASTATE DISCOUNTS FOR SCHOOLS
AND LIBRARIES PURSUAST TO SECTION 2S4(h) OF

THE TELECOMMUNICATIONS ACT OF 1996 AND FCC ORDER 97-157
SUPPLEMENTAL INFORMATION

Frequentl)' Asked Questions on Uni\'enal Sen'ice and the Snowe-Rocke!ellu-Exo1l-Keru:J'
Amendmen, Released July 2,1997 b)' the Federal Communications Commission.

On May 8, 1997, the Federal Communications Commission (Commission) released I Repon and
Order on Universal Service. Section 254(h) of the Telecom"umiclllions Act of 1996, better
known as the Snowe-Rockefeller-Exon-Ke"ey Amendment, states that schools and Jibraries
should have access to telecommunications services for educational purposes at discounted rates.

I. Eligibilit)' for Universal Service Discounts

#1 Q: \\7hich schools are eligible to receive discounts?

A: The Commission concluded that, to be eligible for universal service discounts, a school must
meet the statutory definition ofan elementary or secondary school found in the Elementary and
Secondary Education Act of J965, muS1 not operate as a for-profit business, and must not have
an endowment exceeding 550 million. Both public and non-public elementary and seconday)'
schools that meet these criteria, will be eligible to receive discounts on eligible services.

#12 Q: Which Jibraries are eligible to receive discounts?

--- - - - A: .he"Ct)mmisSion~onaudeathat,tooe eligible for universal service discounts. a library
must operate as a not-for-profit business and must be eligible for assistance from a state library
administrative agency under the Library Services and Technology Act (LSTA). In addition.
while the definition of library in the LSTA includes public libraries, public elementary or
secondary school libraries, academic libraries, research libraries that are not affiliated with an



institution of higher education, and private libraries subject to state determination. the
Commission concluded that a library's eligibility for universal service discounts funding win
depend on its funding IS In independent entity. "Independent" means that the budget of the
library must be completely separate from that of Iny institution of learning. For example,
because institutions of higher education are not eligible for universal service discounts, an
academic library wiJl only be eligible if its funding is completely separate from the funding of Iny
institution of higher education. On the other hand, • library within an eligible schoo! win be
entitled to receive discounted services IS pin of the school.

'3 Q: Will eligible schools Ind libraries Ipplying for discount funding be allowed to aggregate
their demand for telecommunications service with others?

A: Yes. The Commission encourages eligible schools and libraries to aggregate their
demand with others to create a consonium with sufficient demand to attract competitors and
negotiate lower rates. It is imponant to note that entities not eligible for universal service
discounts will benefit iTom lower pre-discount prices from such aggregation. but they will not
be permitted to gain eligibility for discounts by panicipating in consonia with those who are
eligible. Clearly, this will place responsibility on consonia to keep careful records of .their
expenses so that only the eligible entities receive the discounts.

#4 Q: \Vith whom will eligible schools and libraries be permitted to aggregate demand?

A: Eligible schools and libraries may aggregate demand with other eligible schools and
libraries, rural health care providers, public sector (governmental) entities, and/or privlte sector
entities Schools and libraries that join consonia composed only of other schools and libraries,
rural health care providers, and public sector (governmental) entities may, under the
COMmunications Act, receive below tariff rates on any eligible tariffed services they order
Eligible schools and libraries panicipating in consonia that include private sector entities may
receive a universal service discount only if any interstate services that such consonia receive
from incumbent local exchange carriers are provided at generally tariffed rates.

D. Sen'ices and Functionalities Eligible for Discounts

tl5 Q: \\l1at services and funetionalities did the Commission find eligible for discounts?

A: Eligible schools Ind libraries will be able to purchase all commerciatty available
telecommunications services. Internet access, and internal connections at discounted rates.

'#6 Q: \\l1at does the Commission mean by "all commercially available telecommunications
services"?

--_.- - -- --- --

A: Because the Commission wanted to ensure that schools and libraries have maximum
flexibility to purchase different packages of services at a discount, the Commission did not
recommend a standard telecommunications package, but concluded that it would be more
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efficient to let schools and libraries determine what services they need and want. The Order
allows schools and libraries to choose from a wide array of telecommunications services and
technologies, including, for example, basic telephone service, a T-l line, and wireless
telecommunications services.

#, Q: \\11at did the Commission decide about schools' and libraries' use ofthe Internet?

A: The Commission concluded that eligible schools and libraries should receive discounts on
non-content Internet access, which includes electronic mail (e-mail). Discounts will not apply to
the "content" that some information service providers bundle in a package with Internet access,
unless such a bundled service would be the most cost-effective conduit to the Internet. For
example, eligible schools and libraries wiJI not receive discounted access to an Internet
subscription service unless the Internet gateway it provides is the most cost-effective way for
them to access the Internet.

~8 Q: \Vhat components ofintemal coMections will be eligible for discounts?

A: The Commission concluded that both installation and maintenance of intemal cOMections
should be eligible for discounts. Eligible schools and libraries may select both the technology and
provider that best meet their needs. For example, eligible schools and libraries may select
wireline, wireless, or cable technology provided by either a telecommunications carrier or a non­
telecommunications carrier. The Commission specifically noted that equipment needed to
transpon information within a school or library should be eligible for discounts, including routers,
hubs, network file servers (including the necessary software), and wireless local area networks
(LANs).

#9 Q: \\~at services will not be eligible for universal service discounts?

A: Equipment such as computers (with the exception of network file servers) and other
hardware, software (with the exception of the software required for the operation of network file
servers), fax machines, modems, teacher training, upgrades to the electrical system, and asbestos
removal will not be eligible for discounts.

Ill. Discounts

#10 Q: What are the levels ofdiscount for which eligible schools and libraries may apply?

A: The Commission established a matrix that will provide discounts ranging trom 20% to
90% on all commercially available telecommunications services, Internet access, and internal
connections. The level of discount will be based on a school's or library's level of economic

----disadvantage and its -location in -en -tlrban -or i\JraJ area~e is the C~mission'5 discount matrix:
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#12 Q. How wi11 a library's level ofeconomic disadvantage be determined~

til 1 Q: How wiJl I school's level ofeconomic disadvantage be determined?

A: A library's level of economic disadvantage will be based on the percentage of students
eligible for the national school lunch program in the school district in which the library is located.

25
SO
60
70
80
90

20
40
SO
60
80
90

Discount Level

3
3]
19
15
16
16

Schools in Category· Urban Discount % Rural Discount %
Estimated %

<]
]·]9

20·34
35-49
50-74
7S·100

Percent ofStudents Eligible

A: A school's level ofeconomic disadvantage wilJ be defined by the percentage of its students
eligible for either a tree or reduced price lunch under the national school lunch program. That is,
a school will determine the percentage of its students whose family income falls within 185% of
the poverty line. It is important to note that schools need not participate in the national school
lunch program in order to compute their level of economic disadvantage for purposes of applying
for universal service discounts. A school that either does not participate in the national school
lunch program or that experiences a problem with undercounting eligible students may use
federally approved altemative mechanisms to determine the percentage of their students eligible
fOT the school lunch program. A description of federa11y approved altemative mechanisms can be
found at 34 C.F.R § 200.28(a)(2)(i)(B). For example, a school may choose to conduct I survey
or use eligibility for a tuition scholarship program to determine the percentage of its students
eligible for the national school lunch program for purposes of applying for universal service
disr.ounts

#]3 Q: Will each individual school and library be required to apply for discounted services
separately and submit its percentage of students eligible for the national school lunch program to
the universal service administrator?

- -- - --:A:~o. -:1f a jtate,-group.Df.schoots or 1ibraries,-or. school "district applies for discounted
services on behalf of its schools, the procurement officer must certify to the universal service
administrator the percentage of students in each of its schools that is eligible for the national
school lunch program The school district or the state may decide to compute the discounts on an
individual school basis or it may decide to compute an average discount. (See question 14.) In
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either case, the state or the district should strive to ensure that each school receives the full benefit
of the discount to which it is entitled. Similarly, libraries ordering discounted services at the
library system level must certify to the percentage of students eligible for the national school
lunch program in each of the school districts in which its branches are located.. The library
system may compute discounts on either an individual branch basis or based on an average of an
branches within the system, but should strive to ensure that each branch receives the discount to
which it is entitled.

'14 Q: How wiJJ a school district or I state ordering services on behalf orits eligible schools
calculate an average discount'?

A: The school district or state win determine the number or students eligible for the school
lunch program and will divide that number by the total number of students in the school district or
state. This calculation will yield the district·wide or state·wide level of poveny. The school
district or the state wiJJ then consult the discount matrix to determine the level of discount to
which it is entitled.

;;1S Q: If a library system orders services on behalfof its branches and has branches located in
different school districts, how will that library system calculate an average discount?

A: The library system will determine the discount to which each of the school districts in
which its branches are located is entitled. The library system will then add the discount
percentages and divide by the number of branches, which will yield the system.wide discount
percentage.

;;16 Q: How will an eligible school or library determine whether it is located in an urban or a
rural area for purposes ofapplying for universal service discounts?

A: The Commission concluded that, for purposes of the schools and libraries discount
program, rural areas should be defined in accordance with the definition adopted by the
Department of Health and Human Services Office of Rural Health Policy (ORHPlIDiS).
ORHPIHHS uses the Office of Management and Budget's Metropolitan Statistical Area (MSA)
designation of metropolitan and non·metropolitan counties, adjusted by the most recent
Goldsmith Modification, which identifies rural areas within large metropolitan counties. Both the
list of MSAs and the Goldsmith Modification will be posted on the Common Carrier Bureau's
homepage (www.fcc.gov/ccb) and on the FCC's education webpage
(www.fcc.govlJeamnet).

'17 Q: How will the discount program actually work? Who will receive funds from the
universal service administrator?

A: Schools and libraries will only be Tequired 10 pay 1he portion -oflheir bill Temaining after
the discount has been applied. For example, a school that is eligible to receive a 60% discount
will be required to pay only 40% of the bill. It will be up to the service providers providing
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discounted services to apply for reimbursement of the remaining 60% ofthe bill from the universal
service administrator.

IV. Fundina

'18 Q: How much money will be available each year for the schools and libraries discount
program'?

A: The Commission concluded that there should be an annual cap of 52.25 billion on
universal service expenditures for eligible schools and libraries.

'19 Q: \\rt1at is the funding year for the schools and libraries program'?

A: The funding year will be the calendar year.

~20 Q: \\rt1at is the source orthe money used to pay for universal service discounts'?

A: All telecommunications carriers that provide interstate telecommunications services are
required to contribute to universal service support mechanisms. Telecommunications
carriers required to contribute will receive biIls from the universal service administrator; their
assessments for the schools and libraries discount program v.iJl be based on their interstate and
intrastate end-user telecommunications revenues.

#21 Q: How will the universal service administrator know how much money to collect for the
schools and libraries program?

A: Because the schools and libraries program is new and demand caMot be predicted with
certainty, the Commission concluded that collection should be based on demand as that demand
becomes known.

#22 Q: How will collection and spending for schools and libraries work in the first year of the
program?

A: The Commission concluded that collection and spending for the period through June,
1998, should be limited, in light of both the need to implement the necessary administrative
processes and the need to make the fund sufficiently flexible to respond to demand That is, the
Commission directed the universal service administrator to collect S100 million per month during
the first quarter of 1998 and up to $700 million in the second quarter. The Commission also

---- --;tated that the universal service -administrator~ld .coJlect ~p ~o S 1.25 -billion in the last half.of
1998. .. - - -~.. -.. - .

#23 Q: How will collection and spending for schools and libraries work in subsequent years of
the program?
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A: Co1Jection and spending for the universal service discount program will continue to
depend upon demand for amounts under the 52.25 biUion annual cap. The Commission directed
the universal service administrator to report on a quarterly basis to the Commission on two
aspects of universal service: (1) the total amount of payments made to service providers
providing eligible services to schools and libraries at a discount~ and (2) the administrator's
determination of funding requirements necessary to meet projected demand for the next quaner.
Both of these reponing requirements witl help the administrator and the Commission gauge the
level ofdemand for schools and libraries universal service fUnding.

'24 Q: What happens if demand in a panicular year fatls below the annual cap of52.25 biJIion?

A: The Commission stated that. if less than 52.25 biJIion is spent in calendar year 1998, no
more than half of the unused ponion can be spent in calendar year 1999. Irthe amount a1Jocated
in calendar years 1998 and 1999 is not spent. no more than half of the unused ponion for those
two years can be spent in calendar year 2000.

'25 Q: What happens if demand in a particular year exceeds the annual cap of52.25 bitlion?

A: If during any given year only 5250 million remains available for funding discounts, a
priority system win go into effect under which the most disadvantaged schools and libraries that
have not yet requested universal service funding wiJl have first priority for remaining funds. Ifthe
5250 million trigger is reached, the universal service administrator will ensure that a message is
posted on the administrator's website, notify the Commission, and take reasonable steps to notify
the educational and library communities that commitments for allocating the remaining 5250
million ~;ll be made only to the most disadvantaged schools and libraries for the next 30 days (or
the remainder of the funding year, whichever is shoner). That is, during the 3o.day period,
applications from schools and libraries will continue to be accepted and processed, but the
administrator will only commit funds to support discount requests from schools and libraries that
are in the two most-disadvantaged categories of the discount matrix and that did not receive
universal service discounts in the previous or current funding years. To avoid discouraging
schools and libraries from applying for discounts on basic telephone service, however, schools and
libraries that Ire in the two most-disadvantaged categories will not forfeit their priority status jf
they have previously applied only for discounted basic telephone service.

#26 Q. What happens if funds still remain after the initial 3O-day period has elapsed?

A: If uncommitted funds still remain after the initial 30-day period. pending requests from
schools and libraries in the two most disadvantaged categories that have previously received
universal service discounts will be honored. If funds still remain, the administrator will allocate

_._.lhe remaining available funds to.Jchools.and libraries in the order.!hat their requests were received
until the $250 million is exhausted or the funding year ends

v. Restrictions Imposed on Schools and Libraries
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1127 Q: Are eligible schools and libraries pennitted fo resell the discounted services they
receive?

A: No. The Act bars schools and libraries from reseJling services purchased pursuant to a
universal service discount, and the Commission concluded that the Act should be interpreted to
restrict any resale of services purchased under the universal service discount program to entities
that are not eligible for suppon. The Commission also concluded that this prohibition on resale
does not prohibit an eligible school or library from charging fees for any services that schools or
libraries purchase for which they receive no universal service discounts. For example, an eligible
school or library may assess computer lab fees to help defray the cost of computers or training
fees to cover the cost of training teachers or library personnel because neither of these purchases
are subject to universal service discounts.

VI. Applying for Discounts

~28 Q: \\'hat must schools and libraries do before applying for discounted services?

A: Schools and libraries must prepare technology plans covering both the near term and the
future. Technology plans should specify how schools and libraries plan to integrate the use of
these technologies into their curriculum. The Commission concluded that, to ensure that these
technology plans are based on the reasonable needs and resources of the applicant and are
consistent v.ith the goals of the program, the plans must receive independent approval, ideally by
a state agency that oversees schools or libraries. In addition, the Commission is working with the
U.S. Department of Education to develop alternative approval procedures.

~29 Q: If a school or library has a technology plan that has already been approved for another
purpose, v.ilJ that school or library have to go through another approval process?

A: No. Plans that have been approved for other purposes, e.g., for participation in federal or
state programs such as "Goals 2000" or the Technology Literacy Challenge, will be accepted
without need for further independent approval.

~30 Q: \\'hat do states have to do before their schools and libraries may apply for discounted
services?

A: Before their schools and libraries are eligible to apply for discounted services, states must
adopt a discount matrix for intrastate services with entries at least equal to those in the discount
matrix for interstate services adopted by the Commission. It is imponant to note, however, that
the federal universal service support mechanism will pay for schools' and libraries' discounts on
both intrastate and interstate services.

- .~. - - ------ ._---- .~--_.._-----
if3] Q: How will schools and libraries apply for discounted services1-

A: Schools and libraries will be required to participate in a competitive bidding process in
order to apply for discounted services. Schools and libraries will be required to complete an



application which win include a description of the services requested, self-certification of the
percentage of students eligible fOT the national school lunch program. and self-certification that
the school or library is eligible to participate in the universal service discount program and that it
win not resell any discounted services. The completed application will be submitted to the
universal service administrator, who win post it on a website dedicated exclusively to this
purpose. Competing providers will then have the opportunity to bid on the schools' and libraries'
descriptions of services. Schools and libraries win be required to wait four weeks after their
applications are posted on the website before they may sign contracts with their chosen service
providers.

·On July 10, 1997. the fCC issued an Order on R.econsideration in Docket Number 96­
45. This reconsideration addressed the May 8. 1997, Universal Service Repon and Order. In
paragraph 2 the Order on Reconsideration stated:

\Vith respect to schools and libraries, we conclude that an eligible school or
library is not required to comply with the competitive bidding requirement for any
contract telecommunications services that it signs after November 8, 1996 and
before the competitive bidding system is operational, but only if that contract
covers only services provided the eligible school or library before December 31,
1998. We also conclude that an eligible school may not receive a federal universal
service discount on services provided to it before 1998. In addition, we determine
that the Commission will consult the members of the State Joint Board in FCC
Docket No. 96-45 (96-45 Joint Board) before adopting any change in the discount
matrix for schools and libraries

"On July 18, 1997, the fCC issued a SecQnd Order on R.econsideratiQn in Docket Number 96­
45. This recQnsideratiQn addressed the May 8, 1997, Universal Service RepQrt and Order. In
paragraph 57 the SecQnd Order Qn ReconsideratiQn stated:

As noted abQve, we reconsider, on our own mQtion, our decisiQn to require
[the]' administratQr to select a subcQntractQr to manage the applicatiQn process
fQr eligible libraries and instead direct NECA (National Exchange Carrier
AssociatiQn, Inc.) to incorpQrate tWQ not-fQr-prQfit, unaffiliated corpQrations
which will b.e respQnsible for administering the schools and libraries and rural
health care [funding programs] except for those matters directly relating to billing,
collection and [distribution] of funds. Specifically, we conclude that the structure
and carefully delineated respQn[sibilities of] the corporations. as set forth herein,
will provide for greater accountability and administratiQn of the schools and
libraries and rural health care prQgrams than woul[d the] approach adopted earlier
because I subcontractor, unlike the CorpQratiQns, WQuld not [be] accountable to

- ---the {:1)mmission.--Aecordingly,-ss ~on tS -possible following "Telease "O[f 1ms]
Order, NECA shall incorpQrate the CorpQratiQns as unaffiliated, not-for-prQfit
cQTpQ[ratiQns under] the laws of Delaware The CorpQrations shall be designated

t Original te),1 was lost in do~nloading and printing. Words have been insened fOT the sake of clarity.
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the Schools and Libraries' Corporation and Rural Health Care Corporation.
l\"ECA initially shan establish the S[choots and] Libraries and Rural Health Care
Corporations and then take such steps as are neceessalry and] appropriate under
Delaware and federal law to make the Corporations independent of, [and]
unaffiliated with. NECA and USAC. We direct NECA to submit to the
Commission for approval the proposed articles of incorporation, bylaws, and any
documents necessary [to] incorporate the Corporations by August 1, 1997, in
order to permit us to determine NECA's establishing the Corporations whether the
requirements orthis Order have bee[n] satisfied.

M32 Q: Is there any limit on the amount that service providers can charge eligible schools and
libraries for services eligible for universal service discounts?

A: Yes. The Commission called the amount that service providers charge to schools and
libraries prior to the application of a discount, the "pre-discount price." The Commission
concluded that the pre-discount price cannot exceed the lowest price charged to similarly situated
non-residential customers ("lowest corresponding price"). Carriers may not be selected to be 8

school's or library's provider of discounted services if the camers submit bids higher than the
lowest corresponding price. In areas in which there is no competition (i.e., only one provider),
this lowest corresponding price would be the pre-discount price.

M33 Q: How does the Commission suggest resolving disputes over the lowest corresponding
price that may arise between providers and schools or libraries?

A: The Commission concluded that schools or libraries should be allowed to seek recourse
from the Commission if a complaint involves interstate rates, and from a state commission if a
complaint involves intrastate rates.

M34 Q: \Vill the Commission's competitive bidding process take the place of state and local
competitive bidding requirements?

A: No. The submission of a description of services for posting on the administrator's website
is in no way intended as a substitute for state, local, or other procurement processes

1#35 Q: How detailed a description ohervices must a school or library submit?

A: The Commission will require schools and libraries to submit descriptions of services that
are detailed enough to allow providers to evaluate reasonably the requests and submit bids. This
approach is consistent with the Commission'S efforts to ensure that all eligible schools and
libraries have the opportunity to participate in the universal service discount program. Schools

~. _._-~ libraries may,.however, .submit formal.and more .detailed requests for proposals (RFPs). if that
.- is required or is most consistent with their own state or local procurement requirements.

'#36 Q: Who is preparing the applications that schools and libraries will submit to the universal
service administrator?
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A: The Commission is workins with the U.S. Department of Education and the states to
design the schools and libraries applications.

N37 Q: Must schools and libraries apply (or discounts each year?

A: Yes. In order to ensure that the greatest number of schools and libraries are able to
participate in the universal service discount program, the Commission concluded that schools and
libraries should be required to apply each year to participate in the program.

VII. Implementation

N38 Q: \\"hen can schools and libraries begin applying for discounted services'?

.A: For this first year of the program, applications for discounted services wiJl be accepted as
soon as the schools and libraries website is open and the applications are available.

N39 Q: Does that mean that schools and libraries will not be able to submit applications
beginning on July ]5t of this year?

A: Yes. The Commission stated that, generally, schools and libraries will not be able to apply
before July lst for funding that will become available on the following January 1st. This
requirement was designed to ensure that the first come, first served process proceeds smoothly
from year to year. For this first year of the program, however, administrative structures must be
put in place before applications can be accepted. In addition, the Commission is currently
working 'with the U.S.Department of Education to design the schools and libraries applications
The date on which applications will become available is still undetennined.

----------------------- - --
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'. BEFORE THE TENNESSEE REGULATORY AUTHORllY

NASHVILLE,TENNESSEE
lbverDber 7, 1997

IN RE: UNIVERSAL SERVICE
CEr\ERIC COI\TESTED CASE

)
)
) DOCKET NO. 97.oD888
)
)
)

ORDER ESTABLlSHING PROCEDURES FOR LIFELINE CONSENTS PURSUANT TO
SECTION 2J4(e) or THE TELECOMMUNICATIONS ACT OF 1996 AND FCC ORDER 97·J57

This matter came before the TeMessce Regulatory Authority (the Authority) upon its OY.T1 motion

at I regularly scheduled conference held on October 21. 1997. pursuant to ,/7 l/.SC § 214(e) of the

TelecommunicationJ Act of /YYfJ and /'edt!ral Commumcatmns ('ommi.\'.mm (H'C) Order 97-/S7. The

purpose of this Order is to authorize the reduction of intrastate ratcs to the end-uscr

Background for thr Order

In February, 1996. the United States Congress passed the Telecommunications Act of /996

("Telco Act'). The Telco Act was enacted to further competition and reduce regulation for American

telcc:ommunications consumers. As • part of the Telco Act, • provision was made for preservation of

Universal Service under § 254, Such preservation of Univcrsal Service would pro\ide a funding

mechanism to ensure access to telecommunications services for low-income, rural, insular and high cost

areas at a cost comparable to those in urban areas fOT similar services. The responsibility for implementing

the Telco Act was delegated to the FCC, and on May 8, 1997. the FCC issued its Report Qnd Order. FCC

Order No. 97-1S7 (Docket Number 96-4S), implementing key portions DJSection 2S./ of the Telco Act
-_. - --~ _ .. -- -

.",ilich addresse5 Universal SCT\'icc. 1
- The tmier concluded several things, -including identification ofservices

1 The paragraphs addressed arc ./24 thmllRh flOfl ofthe Report and Orda.
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­. to be supported b)' Federal Universal Service funding and the mechanisms whcrcb)' such funding ",ill be

provided. An increase in Federal Lifeline support is among the items eannarked (or Federal funding.

Discussion

In the r,lco Act, Congress directed the FCC and the State Commissions to take steps ncc:csA1')' to

establish support mechanisms to ensure the delivery of affordable teJC(:()mmunications service to all

Americans, including low-income consumers, eligible schools and libraries, and rural hcalthcare providers.

'The FCC Order provides that Lifeline customers \\in r&=ive 53.50 in Federal support without a state

matching requirement, beginning Janua1')' I, 1998. In states which accept an equivalent reduction (5L7S)

in the portion of intrastate local rates paid by the end-user, Lifeline customers "'ill receive an additional

51.75 in Fcdcralsupport bringing the Federal contribution to 55.25. The current state Lifeline discount of

53.S0 meets the requirements necessary to receive an additional 51.75 in Federal support. which brings the

total Federal support to 57.00 Publie Notice DA 97-1892 (Attachment A) specifics that the additional

51.75 of Federal support \\ill not be provided until the Slatcs infonn thc Universal Service Administrative

Company ("USAC"), Sheryl Todd of the FCC, and the Office of the Secretary of the FCC that they have

accepted the equivalent 51.75 reduction of intrastate local rates. The Authority ",ill notify the USAC, the

Secretary of the FCC and Ms. Shel)'l Todd of the FCC pursuant to Public Notice DA 97-J 892 in a one

page letter, by December 31, 1997, that the Authority accepts the 51.75 reduction in the portion of

intrastate local rates paid by end-users (Attachment B)

The Authority authorized the 5] .75 reduction in the portion of intrastate rates paid by end-users

10 obtain the 55.25 in Federal Lifeline support; and discussed provisions that the FCC be notified that the

State of Tennessee \\ill continue to provide 53.50 in state support to receive the one half (1/2) Federal

match of S1.7S, to receive total Federal support of S7.00~ and that the intrastate Lifeline support when
._- ---- -- _. -- --- _.-

combined ",ith the Federal Lifeline support shall not exceed the total of the ~ubscriber line cha~gc and the

applicable local servia: rate charged to a Lifeline customer

2
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'. IT IS THEREFORE ORDERED THAT:

J. Upon consideration, the Authorit), accepts the equivalent S1.75 reduetion in the portion of

intrastAte local rates paid b)' end-users to obtain the SS.2S in Federal support.

2 The Authorit), "ill notify the USAC. the S~retary of the FCC and Ms. She1')'l Todd of the FCC

pursuant to Public Notice DA 97-1892 in a one Pile letter. b}' December 31, 1997, that the AuthOrity

accepts this S1.75 reduction in the portion of intrastate local rates paid b}' end-users. B)' adopting this

reduction, the Authorit), does not waive the right to file an appeal on matters contained in the FCC Ordcr

",ith the appropriate court of law or other entity.

2. The Authority "ill notify thc FCC that the State of Tennessee "iI/ continue to provide S3.S0 in

state: support to receive the one half (112) Federal match of 51.75. therefore. to rcc:civc total Federal

suppon of $7.00

3. The intrastate Lifeline support when combined v.ith the Federal support shall not cxccccl the total

of the subscriber line charge and the applicable local service rate charged to a Lifeline customer.

4. Any party aggrieved \\;th the Authority's decision in this maner may file I Petition for

Reconsideration with the Authority v.ithin ten (10) days from and after the date: of this Order.

5. Any parry aggricved "ith the Authority's decision in this matter has the right ofjudicial mie\\' by
•

filing a Petition for Review in the Tennessee Court of Appeals, Middle Section, ",ithin sixty (60) days from

and after the date of this Order.

ArrEST:

._---~~
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(~! PUBLIC NOTICE...

.lorrACEiENT J.

Federal Communications Commission
]9) 9· ~i Street. N.W.
\Vasl1ington, D.C. 20554

APj:lTO'\~ ~. OMB
)ono.o793
E'1)ircs 03131191
A,·& burden houl1 ~r response: 1.25...

NC'1'll medii information 2021 ,I) • .()~

F&loOn·Demand 2021 ~)1.2UO
Internet: bft;!J"'~'Jc:c .p'

~JC:C·lcn·

DA 9'·1192
Jlele.a.s~September 29. 1997

I "r3

COM~JOSCARRJ£R BUREAU ANNOUNCES PROCIDUJU:S FOR STATES
REGARD1SG LTFI:Ltx£ CONSENTS, ADOPT10N OF 1NTRASTATI D1SCOUNT
MATRIX fOR SCHOOLS AND LtBRAR.ItS. AND D£SJGNAT10N Of EL1GfBLE

T£L£COMMUNJCAT10NS CARRlERS

011 May 8. 1997, the Commission released Federal·State Joint Board on Universal Service,
R~'pnrl (ll1d Order. CC Docket No. 96-15. FCC 9'·157 (Order). In that Order, the
Commission adopted rules providing fiJnding for discounts to eligible schools and libraries
Ind support for Jow. income customers. The Commission also adopted rules mandating that
state commissions designate common unitrs IS eligible tele.communications caniers for
sen'ice Ireas selected by state eommissions in accordance "';th section 214(e).ln this public
notice, the Common Canier Bureau announces procedures that states must foUow in order to
receive universal service suppon.

Liftline. In the Order, the Commission eoncluded that I revised Lifeline program shall be
J\'ailable in all states. The Commission held that Lifeline customers will receive S3.50 in
fel:3eraJ support \\ithout I matching requirement. beginning January 1. 1998. In states that
accept an equivalent reduction in the portion ofintrastate Jocal rates paid b)' the end·user,
Lifeline customers \Ioitl receive In additional 51.75 in federal support above the current 53,50
le\'el.In addition, the Commission W]1J provide federal support ~ual to one ~forany
support generated by state commission action. up to I maximum oran additional Sl.75 in
federal support. provided that the state commission approves this additional reduction in Joeal
stnice rates charged to Lifaline customers. To accept inrreasrd Ufeline support, stata
must srnd a onr-·pa&f letter authorizing the reduction ofintrasfatt rates to the
Uni\'rfsal Srn'ke Administrati,'e Compan)' (USAC). A COP)' orthe letter must also be
Ifnt 10 She")") Todd and the Ornce of the Secreta!')' a! the Federal Communications

--Commission. uttersmus1 be ncrn'td b)' the orner of the Secretary b)' Drc-ember 31,
199i 10 be eligible for increased support beginning Janual")' It 1998. States may file the
lentr aner December 3Jt 1997 but those states' Lifeline customers v.iIl not be eligible for
increased support beginning January I, 1998. The purpose orthis letter is simply to notify the
Commission that a state approves the reduction in the portion ofthe intrastate rate pai~ by
the Lifeline customer. In I ~eparate filing sent to the Administrator b)' December 31, 1997,

\0'03'971S:oi9:!
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S'tltt commissIons or earrlers must llemonstrate that the carrier-I Lifeline plan complies with
the Commi55it)n'~ rules and state the number orqualifying low·income eonsumeu and the
amount ofstate assistance (see 47 CoF.Ill S4.40J(d).

Schools and LibrAries. As a condition ofeliil"biliry for re&eral uniYersa! ~ervice suppon for
lchoob and libraries in a stale, the Commission concluded that eac.h state must Adopt an
intrastate discount matrix \\ith entries a.t Just equalsc tho~ of the interstate di~unl matrix.
To notir)' tht Commission lblt I compliant intramft discount matrix for Jchool.aDd
libraries hAS been adopff'd, states must lend a oDt-pI,&e letter to USAC 11Itin& this 'aet.
A COP)' ofthe letter must abo be sent to Shel'")') Todd and the Office orthe Secreta,.,. at
the federal Communications Comminion. States should include I COP)' of the adopted
intrastate discount mRtril. UUtl"'l rt,&ardin& the discount Inltrb must be rtce;nd by
the om" or the SecretaI'")' b)' December .II, 1997 to be e1ilible for funding be,inninl
JanuJu')'l.1'91,

!:Ii&ible Telecommunications Camus. Section 214{e)(2) requires state commissions.
either upon their 0\\'71 motion or upon request, to designate common camers IS etii'Dle
telec.ommunications carriers for service artls select~ by the state commission. In addition.,
sutes must designate areas served b)' ~on-ruraJ c.arricn. USAC will need the names of
eligible telecommunications carriers and designated service areas ror non-rural c.anim in
order to adminisler the universal service programs. 'Therefore, JUtes should submit a list of
eligible telecommunic.ations carriers and the service arw that non·rural carrien are required
to serve as soon as possible and in no event later than December 31, 1997, in order for
carriers to be eligible for funding for high cost, low.income. and huhh care support,
beginning January I, 1998, except as set fonh in 47 C.F.R. §S4.621(a). Copies ofthe
i:lformation must also be sent to Shery1 Todd and the Office orthe SecretaT)' at the Federal
Communications Commission.

-All correspondence addressed to USAC should be rrw1ed to: 100 South Jefferson Rd.,
Vo"hippaTly, N.J. 07981. All correspondence addressed to Sheryl Todd should be mailed to:
federal Communications Commission., Univeru.' Service Branch, CC Docket No. 90.4S. 8th
'Floor. 2100 M Street, N.V.'., V.'ashington., D.C. 20554. All correspondence addressed to the
Office of the SecretaT)' should be mailed to: CC Docket No. 90.4S, Federa' Communications
Commission, Room 222, 1919 M Street. N.V.'., V.'ashington, D.C. 20554.

for further information. contact: Kim Parker (202) ""18-7393.

Paperwork Reduction Act Requirement

The Telecommunications Act of 1996 directed the Commission to initiate a rulemaking to
reform our s)'stem ofuniversaT service so that 'universal service is preserved and Idvanced as
markea move toward competition. In the Repon and Order on Universal Service (released

____ . ~ May 8, 1997), the Commission adopted rules that are designed 10 implement the universal
-;ervice provision ofuction 254. States must send a ~ter .authonz.ing the reduction of

imrastate rates Each s1Ite must adopt an intrastate discount matrix 'with entries at least equal
to those ofthe intersta1e discount matrix lnd send a notification letter indicating that it has
done so. Stites must submit a Jist ofcarriers designated IS eligible telecommunications
carriers and the service areas such non-rural carriers are required to serve. All the
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requirements Ire necesury .0 implement the oongressionaJ manda1e for uroveru1 ~ce.
These reponing requirements lre neusW)' to vc:nfy that putiOJtar c:A.rTiers and other
respondents Ire eligible to receive uni\lersa! ~r"r'ice support.

\\'e have estimate.d that each response to this collection ofirJ"ormatic)n will take, ~n Iveraae,
1.25 hours Our estimate includes the time to read the instructions. Il:x>k through existing
records, gather and maintain r~uir~ t!ata, and aetutll)' complete and review the form or
response. Jfyou have an)' comments on this estimate, or On bOlli we tI1l improve the
collection and r~uce the burden ntauses you. please \lrnte the federal Communications ­
Commission. AMD-PERM. Washington. DC 20554, P&perwon Re.duction Project
(3060.0793). '\\'e v.il1 also lcupt your comments via the Internet ifyou 5end them to
jbolcj·@rC(·Sov. Please DO NOT SEh'D COMPLETED A:PPlJCAT10N FORMS TO lHlS
ADDRESS.

Remember - You are not r~uired to respond to I conec1ion onnrormation sponsor~ by the
Federal government, and the government rna)' not oonduct or sponsor this collection, unless it
displl)'s a current1)' valid OMB control number or if'we fail to provide you with this notice.
This collection has been assigned an OMS control number of3060-0793.

This notice is required b)' the PrivAcy Act of 1974. P~. 93-579. Deumber 31, 1974. 5
USC. Section SS2a(e)(3) And the paperwork Reduction Act of 1995. P.L. J04·13. October
I, 1995,44 U.S.C. 3507.-

---- -- ------ --------- -- ---- ---
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TENNESSEE REGULATORY AUTHORITY

L,'M Greer, Chainnan
Sara Kyle, Direclor
Ptfehin MaloDe, Dire.teor

~ lames Robctuon Parkway
Nuhville, Tennessee 372.-3.0505

NcM:!nber 7, '997Administrator
Universal Service Administrative Compan~'

)00 South Jefferson Road
Whippany, NJ 07981 Attachment B

Re: Notification required b~' Public Notice DA97·1892 ofacccptance b~' the State ofTcnncsscc of
the $1.75 reduction in the portion of intr'aStAte rates paid b~' end usen.

Dear Sir or Madam:

This Jetter is to advise you that on October 21, 1997, the Tennessee Regulator)' Authority
("Authority") met in a regularl~' scheduled Conference. At the Conference the Authorit), accepted
the 51.75 reduction in the portion of intrastate rates paid by end users to obtain the $5.25 in
Federal Lifeline support. The Authorit)· also Ordered that the FCC be notified that the State of
Tennessee will continue to provide 53.50 in state support to receive the 1/2 Federal match of
51.75. Funher, that the intrastate Lifeline suppon when combined with the Federal Lifeline
luppon shall not exceed the total of the subscribcr line chargc and the applicable local service ratc
charged to a Lifeline customer.

Sincerely,

cc: Office of the Secretary
Federal Communications Commission
)919 M Street, NW
Room 222
Washington, D.C. 20554

Ms. Sheryl Todd
Federal Communications Commission
2100 M Street, NW
Room 8611
Washingto~D.C.20554

----

Telephone (615) 741·2904, TOll-Free 1-8()().342-8359. Facsimile (615) 741-5015



BEFORE THE TENNESSEE REGULATORY AUTHORJ1Y

NASHVILLE, TENNESSEE

N:M:ater 3, 1997

•

IN RE: UNIVERSAL SERVICE
CENERIC CONTESTED CASE

)
)
) DOCKET NO. 97·00188
)
)
)

ORDER ESTABLISHING PROCEDURES FOR SELF·CERTIFJCATION OF RVRAL
TELEPHONE COMPANIES PURSUANT TO SECTION 153(37) OF

THE COMMUNICATIONS ACT, AS AMENDED, AND FCC ORDER 97·157

This matter came before the Tennessee Regulatory Authority (the Authority) upon its own motion

all regularly scheduled conference held on October 21, 1997, pursuant to 47 u.s.c. § }53(37) ofthe

Communications Act. as amended, and Federal Communications Commission (FCC) Order 97.}57 and

Public Notice DA97.] 748(as corrected), Attached as Exhibit 1. The purpose of this Order is to establish

uniform procedures for self-eertification of rural telephone companies.

Batkszround for the Order

In Fcbruaf)', 1996. the United States Congress passed the r,leeommllnieatinn.f Act C!f /996 ("Telco

Aer). The relco Act \\'as enacted to further competition and rcduccrcgulation for American

telecommunications consumers. As • result of the passage of the 1'e/C() Act. Congress delegated the

n:sponsibility for Universal Servicc to the FCC. The resulting lJn;~rsa/ ServiCf! Order. H'C 97./57.

established that, bcgiMing January I, 1999, JUral and Don·rural loc:aJ exchange carriers (LEes) would

receive federal universal service support determined by separate mechanisms. In the Universal Service

. ---Order, the FCC -stated that in order for ~ L£C 10 be ccmsiclen::d a 1VraJ earrier,-it -must meet 'the definition

of a JUral telephone company in Section 3(37) of the Communications Act, as amended (47 U.s.c. §

JSJ(37)).

Exhibit D



piscussion

In the Telco Aer. Congress directed the fCC and State Conunissions to take steps necessary to

establish support mechanisms to ensure the delivery of affordable telecommunications service to all

Americans. Section J(J7) olthe Communications Act, QS amended. states that the tcnn "rural telephone

c:ompany" means I local exchange carrier operating entity to the extent that such entity:

(A) provides common carrier service to any local exchange camer study area that does
not includeeithcr~ .

(i) any incorporated place of 10.000 inhabitants or more. or any part thereof, .
based on the most recenlfy available population statistics of the Bureau of the Census~ or

(ii) any tcrritOf)·. incorporated or unincorporated, included in an urbanized area..
as defined by the Bureau of the Census as of August 10, 1993:

(8) provides telcphone exchange service, including exchange access. to fewer than
50,000 access lines~

(C) provides telephone exchange service to any local exchange carrier study arca with
feYt'er than J00,000 access lines; or

(0) has Jess than 15 percent ofits access lines in communities of more than 50,000 on
the date ofenactment of the Telecommunications Act of1996.

Under provisions ofPublic Notice DA97.] 748(as corrected). any LEC that seeks to be classified

as a rural carrier must file a letter, with the FCC, by April 30th of each year, notifying the FCC that the

LEC certifies' itself to be a rural telephone company and explaining how the carrier meets at least one of the

four criteria in the statutory definition. The camer should also file infonnation supporting its cxplanatio~

for example, the number of lines the carrier serves, and state whether it is certified as a rural earner in its

state. The Authority does not certify rural carriers, and applicants should so infonn the FCC. All self-

certifications will be subject to random verifications ofthc infonnation provided at any time.

By June 30th of each year. the FCC \\ill acknO\\iedge receipt of the caTTier's sclf-ecrtification as a

rural carrier. The FCC ",ill also send the list of camcrs certified as IUral telephone companies to the

Universal ScrvicCAdministratofb.flul)7)1st oT cacb ycar,r I carricr~s Statui changes so that it beComes

2



.. ineligible for certification IS • rural carrier. that carrier must inform the FCC and the Universal Service

Administrator v.ithin one month ofthe change ill status.

The notifications of self-e.ertification IS I rural telephone compan)' must be sent by April 30th of

each year to Sheryl Todd, Universal Service Branch. A~~tinl and Audits Division, Federal

Communications Commission, 2100 M. St.. 'N.W.,lth Floor, Washington, D.C. 20554.

IT IS THEREFORE ORDERED THAT:

I. Any urricrs seeking certification as. Rural Telephone Company must file I copy or its FCC self-

cenification letter (due to the FCC each April 30th) with the Authority.

2. Any carrier notifying the Universal Service Administrator of a change in eligibility as a rural

carricr. must file a copy of that notification \\ith this Authority.

3. Any part)' aggrieved \\;th the Authori~~'s decision in this mattcr ma~' file a Petition for

Reconsideration \\ith the Authority \\;thin ten (10) days from and aftcr the date orthis Ordcr.

4. AIly party aggrieved \\;th the Authority's decision in this mattcr has the right ofjudiciat review by

filing a Petition for Review in the Tennessee Court of Appeals. Middle Section, within sixty (60) days from

and after the date of this Order.

. ATTEST: ~

--_._. --~t:\J~ ~. _
EXECUTIVE SECRETARY

3
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SELf-CERTIFICATION AS A RURAL TELEPHONE COMPANY
Correction

The Universal Service Order. FCC 97-157 (rel. May B. 1997), established that, beginning
January 1. 1999, rural and non-rural local exchange carriers (LECs) would receive federal
universal service support determined by separate mechanisms. Although non-rural LECs will
besin receh~ng federal support based on I forward-looking economic cost mechanism in
1999. rural LECs will continue to receive univerw service support. nom federal universal
service mechanisms, based on their embedded costs at Jeast unti12001.ln the Universal
Service Order, the Commission stated that in order for a LEC to be considered I rural carrier.
it must meet the definition ofa rural telephone company in section 3(37) ofthe

. Communications Act. as amended (47 U.S.C. § 1S3(37».

Section 3(37) states that the term -rural telephone company" means a Jocal exchange unier
operating entity to the e>.1ent that such entity-

(A) pro\~des common carrier service to an)' local exchange caTTier study area
that does not include either- .

(i) any incorporated place of 10.000 inhabitants or mort, or any part
thereof, based on the most recently available population statistics ofthe
Bureau ofthe Census; or .
(Ii) any territory, incorporated or unincorporated. included in an urbanized
area, as defined by the Bureau ofthe Census as ofAugust 10, ]993;

(B) provides telephone exchange service, including exchange access. to fewer
,han 50,000 access Iines;_ _____ __ __ __ _ __ ..__ _ :_ .__

---~__<C) pro\~des telephone eXchange service to any local ~xchange carrier study area
v.ith fewer than 100,000 access lines; OT

(0) has less than 1S percent ofits access lines in communities ofmore than
50,000 on the date ofenactment ofthe Telecommunications Act of 1996.
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